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Certified Public Accountants & Consultants

% Hill + Schroderus & Co., LLP

April 29, 2008

Independent Auditors' Report

Village President and Council
Village of Wolverine
Cheboygan County, Michigan

we have audited the accompanying finoncial staiements of the govermmental activities and each major
fund of the Village of Wolverine, Michigan, as of and for the year ended february 29, 2008, which
collectively comprise the Village's basic financial statements as Tisted in the table of contents. These
financial statements are the responsibility of the Village's management., Our responsibility is to express
opinicns on these financial statements based on cur audit,

We conducted our audit in accordance with audifing standards generally acceptedin the United States
of America. Those standards reguire that we plan and perform the audit to obiain reasonable assurance
about whether the financial statermentis are free of malterial misstatement. An auditincludes examining,
on ¢ test basis, evidence supporting the amounts and disclosures in the financial statements, An audit also
includes assessing the accounting principlas used and significant estimates made by management, as
well as evaluating the overall financial siatement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion. the financial statements referred to above present tairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Vilage of
Wolvering, as of February 29, 2008, and the respective changes in financial position, thereof for the year
then ended in conformity with cccounting principles generaliy accepted in the United States of America.

The budgetary comparison information, s listed in the fable of contents, are not a required part of the
basic financial statements but are supplementary information required by accounting principles generally
acceptedin the United States of America. We have applied certain limited procedures, which consisied
principally of inquiries of monagement regarding the methods of measurement and presentation of the
reqguired supplementary information, However, we did not audit the information and express no opinion
on it.

The Village of Wolverine has not presented management's discussion and analysis that accounting

principles generally acceptedin the United State of America has determined to supplement, although not
required fo be part of the basic financial statements,

L leosn 2o

CERTIFIED PUBLIC ACCQOUNTANTS
Peloskey, Michigan

]
923 Spring Street & P.O. Box 695 ¢ Petoskey, MI 49770 » 231-347-4136 ¢ Fax: 231-347-4147 » E-mail: stalfname@hs-c o.com



VILLAGE OF WOQLVERINE
Statlement of Net Assels
February 29, 2008

Assetls
Cumrent Assets
Cash $ 139,142
Taxes receivable 9,745
Due from other governmental units 22,437
Prepaid expenditures 1,802
Total current assets 173,124
Noncurrent Assets
Capital assets 381,474
Less: accumulated depreciation (225,953)
Total noncurrent assels 155,521
Total assets $ 328,647

Liabilities and Net Assets

Current Liabilifies

Accrued expenses $ 2,140
Notes payable, due within one vear 4,094
Total current liabilities 6,254
Net Assets

Invested in capital assets, net of related debt 151,427

Restricted for;
Metro Act expenditures 4,327
Liquor toxes 3.255
Unrestricted 163,384
Total net assets 322,393
Total liakilities and net assets $ 328,647

See accompanying notes to the basic financial statements. 2
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Assets

Cash

Taxes receivable

Due from other funds

Due from other governmental units

Total assets

Liabilities and Fund Balances

Ligbilities
Accrued expeanses
Due to other funds

Total iabifities
Fund balances
Reserved for:
Meiro ACt expenditures
Liquor taxes
Unreserved

Total fund bhalances

Total liabilities and fund balances

VILLAGE OF WOLVERINE

Balance Sheet

Governmental Funds

February 2%, 2008

Total
Governmental

General Mdajor Street Local Street Funds
$ 45486 $ 61,739 $ 31,717 139,142
5,961 - 2,784 9,745
2,510 - - 2,510
6,519 10,392 5,526 22,437
3 61.676 3 72.131 $ 40,027 173.834
$ 2,160 ¥ - $ - 2,160
- - 2,510 2.510
2,160 - 2,510 4,670
4,327 - - 4,327
3,255 - - 3,255
51,934 72,131 37.517 161,582
59.516 72,131 37.517 169,164
$  81.676 $ 72,131 $ 40,027 173.834

See accompanying notes 10 the basic financial statements. 4



VILLAGE OF WOLVERINE
Reconcliiation of Governmental Funds Balance Sheet to the
Statement of Net Assets
February 2%, 2008

Total Fund Balance - Governmental Funds

Amounts reported for governmental activities in the statement

of net assets are different because:

Capital assets used in governmental activities are not financial
resources and are not reporied in the governmental funds

balance sheet

Cost of capital assets
Accumuiated depreciation

Prepaid insurance costs are not available for current-period
expenditures and therefore are nof reported in the governmentadl

funds.

Paymenis on notes are recognized as an expenditure when it is
due in the governmental funds. However, in the statement of activities,
future notes payable are reported as current and long-term liabilities.

Net Assets of Governmental Activities

See accompanying notes to the basic financial statements.
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169,164

381,474

(225,953)

1.802

(4,094}

322,393



VILLAGE OF WOLVERINE

Statement of Revenvues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended February 2%, 2008

Total
Governmental
General Major Street Local Street Funds
Revenues
Taxes $ 35,963 % - $ 12,484 } 48,447
State revenues 39.704 41,087 15714 96,505
Charges for services 4,493 - - 4,493
Interest and rentals 2,299 1,927 475 4,701
Other 2,131 - - 2,131
Total revenues 84,590 43,014 28,673 156,277
Expenditures
Curent:
General government 47,436 - - 47,436
Public safety 382 - - 382
Public works 15,583 29,925 10.878 56,386
Recreation and culturai 19,371 - - 19,371
Capital outlay 3,746 1,750 1,750 7,244
Debt service 7.104 - - 7.104
Total expenditures 93,622 31,675 12,628 137,925
Excess {deficiency} of revenues
over expenditures {2,032) 11,339 16,045 18,352
Other financing sources (uses)
Operating transfers in - - 9,374 9,374
Operaling transfers out - {(9.374) - [9.374)
Total other financing
sources (uses) - {2.374) 2,374 -
Net change in fund balances {9.032) 1,965 25,419 18,352
Fund balances - beginning of year 68,548 70,166 12,098 150,812
Fund balances - end of year ¥ 59,514 $ 72,131 h 37,517 3 169,164

See accompanying notes to the basic financiol siatements. 6



VILLAGE OF WOLVERINE
Reconciliction of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Aciivities
For the Year Ended February 2%, 2008

Net Change in Fund Balances - Total Governmental Funds $ 18,352

Amounts reported for governmental activities in the statement
of net assets are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of these assets is allocated over
their estimated useful lives as depreciaiion.

Expenditures for capital assets 7,246
Current year depreciation {11,19%)

Debt issued provides current financial resources to governmentat funds,
but issuing debt increases long-term liakilities in the statement of net assets.
repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net assets.

Debt issued _
Principal repaoid 7.104
Change in Net Assets of Governmenial Activities $ 21,503

See accompanying notes 1o the basic financial statements. 7



NOTE I:

VILLAGE OF WOLVERINE
NOTES TO FINANCIAL STATEMENTS
February 29, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Vilage operates under a Council-President form of government and provides the foliowing
services as authorized by its charter: public sofety, highways and streets, sanitation, public
improvements, planning and zoning, culture —recreation, and general administrative services.

The Vilage's financial statements are prepared in accordance with generally accepted
accounting principles {GAAP}. The Governmental Accounting Standards Board {GASB) is the
standard-setting body for governmental accounting and financial reporting. The Village's
reporting entity applies all relevant Governmental Accounting Standards Board [GASB)
pronouncements, The following is a summary of the significant policies used by the Village of
Wolverine:

REPORTING ENTITY

The accompanying financial statements have been prepared in accordance with criteria
established by GASB No. 14, and amended by GASBS No. 39, GASBS 14 siates that the primary
basis for determining whether cutside agencies and organizations shouid be considered
component units of the Village and included in the Village's financial statements is financial
accountability. Financial accountability has been defined as follows: A primary government
has substantive authorily to appoeoint a voting majority of the component unit's board; the
primary government is either able 10 impose its will on a component unit or there is o potential
for the component unit to provide specific financial burdens on the primary government; and
the component unit is fiscally dependeni on the primary government. Based upon the
application of these criteria, the following is a brief review of each potential component unit
addressed in defining the Vilage reporting entity,

Excluded from the reporting entity;
Wolverine Community School
Community Center Bullding Authority
Wolverine Fre Department

These are excluded from the reporting entity because the Village does not have the ability 1o
exercise influence or control over their daily operations. approve budgets or provide funding.

BASIC FINANCIAL STATEMENTS — OVERVIEW

The Village's basic financial statements include both government-wide [reporting the Village
as a whole) and fund financial statemenis ({reporfing the Village's muojor funds).
Governmental activities normally are supported by taxes and intergovernmental revenuses,

BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS

The government-wide finoncial statements report information on all of the nonfiduciary
octivilies of the primary government, As a generalrule the effect of interfund activily, such as
overhead costs, has been eliminated from these statements. The government-wide focus is
more on operalional efficiency, the sustainabillity of the Villkage as an entity and the change
in the Village's net assets resulting from the current year's activities.



NOTE It

NOTES TO FINANCIAL STATEMENTS = CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS —CONTINUED

In the government-wide Statement of Net Assets, the governmental activities are presented on
a consolidated basis. Due to the full accrual, economic resource basis, oll long-term assets
and receivables, as well as long-term debt and obligations are recognized. The Vilage's net
assefs are reporied in two parts — invested in copital assets. net of related debt; and
unrestricted net assets. The Village first utilizes restricted resources to finance qualifying
activities.

The governmeni-wide Statement of Activities demonstrates the degree to which the direct
expenses of a given function or segment are offset by program revenues. This statement
reduces gross expenses by related program revenues, which include charges for services,
operating grants and capital grants.

The program revenues must be directly associated with the function or segment. Program
revenues include: {1} charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segment; and {2)
grants and contributions that are restricied to meeting the operational or capital reguirements
of a partficular funciion or segment. Taxes and other items not properly included among
program revenuas are reported as general revenue,

BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS

The financial fransactions of the Villoge are reported in individual funds in the fund financial
statements. Ekoch fund is accounted for by providing a separate set of self-balancing
accounts that comprise its assets, liabilities, fund batances, revenues and expenditures, The
focus of the fund financial statements is upon the determination of financial position and
changes in financial position [sources, uses, and balances of financial resources).

Gavernment resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending acftivities are
controlied. The emphasis in the fund financial statements is on the major funds in the
governmental activities. GASBS No. 34 sets forth minimum criteria (percentage of the assets,
liabilities, revenues or expenditures of the governmental funds) for the determination of major
funds.

Governmental Funds

The foliowing is a description of the major govemmental funds of the Village:

General Fund - The Genesral Fund is the general operating fund of the Village. It is used to
account for all financicl resources except those required to be accounied forin another fund.

Major and Local Street Funds - The Street Funds account for the operation of the street
departments, Primary financing is provided by the Village's share of state gasoline taxes.
State low reguires these gasoline taxes be used 10 maintain streets.



NOTE L

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

BASIS OF ACCOUNTING

Basis of accounting refers 1o the point at which revenues and expenditures are recognizedin
the accounts and reported in the financial statements. Basis of accounting relates to the
timing of the measurements made, regardless of the measurement focus applied.

The government-wide siatements are reported using the economic resources measurement
focus and the full accrual basis of accounting, which incorporates long-term assets and
receivables as well as long-term debt and obligations. Revenue is recorded when earned
and expenses are recorded when g liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenue in the year for which they are levied. Grants
and similar items are recognized as revenue s soon as all eligibility requirements imposed by
the provider have been met. Expenditures generdlly are recorded when aliability is incurred.

Governmenial fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recorded
in the accounting period In which they are eamed, as long as they are both available and
measurable. Revenues are available when received within the current pericd or within 60
days after year-end. Expendifures are recorded in the accounting pericd in which the liabifity
is incurred, as under full accrual accounting. However, debt service expenditures are
recorded only when payment is due.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Cash ond Cash Equivalents

Cash and cash equivalents are considered to be cash on hand and demand deposits.

Intedund Receivables/Fayables

Quistanding balances between funds are reported as "due toffrom other funds” con the
balonce sheet of the fund financial siatfements.

Capital Assetls

Capital assets, which Include buildings and eguipment, are reported in the governmeni-wide
financial statements. Capital assets are recorded by the Village when the inifial individual costs
are equal to or greater than $500.

Capital assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated copital assets are recorded at estimated fair market value at the date
of donation.

Buildings and equipment are depreciated using the straight-line method over the following
useful lives:

Bulldings 40 years
Equipment 10 years



NOTE It

NOTE 2:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY ~ CONTINUED

Long-Term Obligations

In the government-wide financial statements, long-term debts are reported as liabilities.

in the fund financial statements, governmental fund types recognize the face omount of
debt issued as other financing sources.

Fund Equity

In the fund financical statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for
a specific purpose. Designations of fund balance represent tentative management plans that
are subject to change.

COMPARATIVE DATA
Compgarative data for the prior year is not included in the Village's financial statements.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopled con a basis consistent with generally accepied accounting
principies for all Governmental funds of the Village,

The Village follows these procedures in establishing the budgetary data reflected in the
financial statements;

1. Prior to March 1, the President sutbmits to the Village Council @ proposed operating
budget for the fiscal year commencing the following March 1. The operating budget
includes proposed expenditures and the means of financing them.

2. A public hearing is conducted at Village Hall to obtain taxpayer comments.

3. Pricr to March 1. the fund budgets are legally enacted through passage of an
appropriation act.

4, The budget is adopted at the fund level consistent with generally accepted
accounting principles. Budgeted amounts are as originally adopted, or as amended
by the Village Council during the year, and lapse at year-end.

Excess of Expenditures Over Appropricrions in Budgetary Funds P. A, 621 of 1978, as amended,
provides that a local unit shall not incur expenditures in excess of the amount appropriated.

In the body of the financial statements, the Vilage's actual expenditures and budgelted
expenditures for the budgetary funds have been shown on a functional basis. The approved
budgets of the Village for these budgeiory funds were adopted on a fund basis.

During the year ended Felbruary 29, 2008, the Village incurred expenditures in one budgetary
fund, which was in excess of the amounts appropriated as follows;

Total Amount of Budget
Fund Approprictions Expenditures variance

Major Street $ 31,900 $ 41,049 3 $,149

T



NOTE 3:

NOTE 4:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

CASH AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the Village to moke deposits and invest
in the accounts of federally insured banks, credit unions, and savings and loan associations
which have an office in Michigan. The Villoge is aliowed to invest in bonds, securities and
other direct obligations of the United States or any agency or instrumentality of the United
States; United States government or federal agency obligations; repurchase agreements;
bankers' acceptance of United States banks; commercial paper rated within the two highest
classifications which mature not more than 270 days after the date of purchase; obligations of
the State of Michigan or its political subdivisions which are raied as investment grade; and
mutual funds composed of investment vehicies which are legal for direct investment by local
units of government in Michigan.

Custodial Credit Risk - Deposits

Custodidl credit risk is the risk that in the event of abank failure, the government's deposits may
not be returned fo it. At February 29, 2008, the camying amount of the Village's deposits was
$13%.142 and the bank balance was $140,328. Of the bank balance, $100,000 was covered by
federal depository insurance. The Village may experience significant fluctuations in deposit
balances through the year.

PROPERTY TAXES

Property taxes are levied and become a lien on property as of July 1 on the $tale taxabie
valuation of property in the Village of the preceding December 31. The Villoge bills its own
property taxes. Property taxes revenues are recognized when levied.

The Village is permitted by statute 1o levy 1axes, subject to State Headlee and Truth in Taxation
provisions, up 1o $12.50 per $1,000 of taxable valuation for general governmental services and
in unlimited amounts for the payment of principal ond interest on long-term debkt. The Vilage
Charter also provides for up to $5.00 per $1,000 of assessed valuation for necessary highway
and streel purposes. The 2007 State taxable valuation of the Village of Wolverine totaled
$4,735.217.

The tax rate for the year ended February 29, 2008, was as foliows:

Purpose Rate/Toxable Valyation
General government $7.4176 per $1,000
Highways and Streets $ 294668 per $1.000

12



NOTES TO FINANCIAL STATEMENTS - CONTINUED
NOTE 5;:  INTERFUND RECEIVABLES AND PAYABLES

The interfund baltances are as follows:

Interfund Interfund
Fund Receivable Payable
General 3 2,510 3 -
Local Street - 2,510
$ 2,510 $ 2310

The interfund balances are for snowplowing wages paid for by the General fund, which
were for the Local Street fund.

NOTE 6:  INTERFUND TRANSFERS

Operating iransfers are as follows:

Fund Transter in Transfer Out

pajor Street $ - % 9.374
Ltocat Street 9,374 -

% 9,374 $ @374

The operating transfers from the Major Street Fund are for general operations of the Local
Street Fund.



NOTES TO FINANCIAL STATEMENTS - CONTINUED
CAPITAL ASSETS

Capital asset activity, excluding governmental actlivities, of the Village for the current year was
as follows:

Balance Balance
March 1, 2007 Additions Delefions February 29, 2008

Governmental Acfivities

Buildings $ 352968 % 3745 % - $ 356,713
Eguipment 21,261 3,500 - 24,761
Subtotal 374,229 7,245 - 381,474

Less accumulated depreciation for:

Buildings 212,274 8,840 - 221,114
Equipment 2,480 2,359 - 4,839
Subtotal 214,754 11,199 - 225,953

Governmental Activities net

capital assets 3 159475 $ (3954 § 155,521

|
R

Governmental fund type property, plant and equipment at February 29, 2008 are summarized
as follows:

Buildings $ 356,713
Equipment 24,761
Toial 381,474
Less; accumulated dep. (225,953
Net $ 155,521




NOTE &:

NOTE %:

NOTE 10:

NOTE 11

NOTES TO FINANCIAL STATEMENTS — CONTINUED
LONG-TERM DEBT
The following is a summary of the Village's long-term debt fransactions for the year ended

February 29, 2008;
Amount Due

Beginning Ending Within
Balance Additions Reductions Balance One Year
Governmental Aclivities
Loan payable $ 11198 % - $ 704 % 4094 % 4,094

Long-term liabilities payable at February 29, 2008 is composed of the following individual issue:
The Village financed a fractor for $11,891 and a lawn mower for $2.370 for 36 months at 0%.
RELATED PARTY TRANSACTIONS

The Village contracted with its President for services including sidewalk work and an addition
to the village garage. Payments for these services amounted to $7,04% during the fiscal year
ending February 29, 2008,

LEASE

The Village has alease agreement with the Wolverine Joint Fire Board. The Fire Board leases the
Fire Hall from the Vilage for the cost of the buiiding's property insurance each year, The lease
ends in March 2010 and is renewable by the Fire Board at that fime,

RISK MANAGEMENT

The Vilage belongs 1o the Michigan Township Participating Plan, a public enfity risk pool
currently operating as a commeon risk management and insurance program for various
municipalities throughout the state. The Village pays an annual premivm for its generai
insurance coverage. The pool is self-sustaining through member premiums and reinsures
through commercial companies for 100% of its claims,
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VILLAGE OF WOLVERINE

Budgetary Comparison Schedule

General Fund

For the Year Ended February 2%, 2008

Beginning budgetary fund balance

Resources {inflows):
Taxes
State revenues
Charges for services
Interest and rentals
Other

Amounts available for appropriatfions
Charges to appropriations (ouiflows):
General government:
Council
President
Elections
Professional services
Clerk / Treasurer
Haoll utilities and maintenance
Insuronce
Other.
Total general government
Public safety
Public works
Recreation and cultural
Capital outlay
Debi service

Total charges o appropriaiions

Ending budgetary fund balance

Budgeted Amounts

Variance with

Final Budget
Crigingl Final Actual Amounts  Over/{Under)
$ 68,548 $ 68,548 % 68,548 $ -

34,000 34,000 35,963 1,963
39,700 39.700 39,704 4

- - 4,493 4,493

2,250 2,250 2.2%9 49
5,160 5,160 2,131 {3,029)
149,658 149,458 153,138 3.480
3,500 3,500 1,650 (1,850)
5,000 5,000 5.676 676

- - 213 213
4,000 4,000 1.093 {2,205)
13,000 13.000 13,742 742
19,800 12,800 6,962 {12.838)
12,000 12,000 10,812 {1,188)
10,560 10,560 7,286 {3,274)
67,860 67,860 47,436 (20,424}
2,000 2,000 382.00 (1,618}
9,000 2,000 15.583 6,583

16,000 16,000 19,371 3,371
7.500 7,500 3,746 (3,754}

- - 7.104 7,104
102,360 102,360 93,622 {8,738)

$ 47,298 3 47,298 % 59,516 $ 12,218

See accompanying notes to the basic financial statements, 16



VILLAGE OF WOLVERINE
Budgetary Comparison Schedule
Maijor Street Fund
For the Year Ended February 2%, 2008

Budgeied Amounis Variance with
Final Budget
Criginat Fingal Actual Amounts Over/{Under)
Beginning budgetary fund balance $ 70,166 % 70,166  § 70,166 3 -
Resources (inflows):
State revenues 38,000 38,000 41,087 3.087
Interest and rentals 300 300 1,927 1,627
Amounts availabie for approgriations 108,466 108,466 113,180 4,714
Charges to appropriafions {outflows):
Public works 22,400 22,400 31,675 9.275
Transfers to Local Street Fund 2.500 $.500 9.374 (126)
Total charges o appropriations 31,900 31,9200 41,049 2,149
Ending budgetary fund balance 3 76566 % 76,564 $ 72,131 $ {4,435)

See accompanying notes to the basic financial statements. 17



ViILLAGE OF WOLVERINE
Budgetary Comparison Schedule
Lecal Street Fund
For the Year Ended February 29, 2008

Budgeted Amounts Variance with
Final Budget
Original Final Actual Amounts Over/{Under)
Beginning budgetary fund balonce $ 12,098 $ 12098 % 12,098 % -
Resources {inflows):
Taxes 15,000 15.000 12,484 {2.516)
State revenues 14,000 14,000 15,714 1,714
interest and rentals 300 300 475 175
Cther 25,000 25,000 {25,000}
Transfers from Major Street Fund 9.500 2,500 9,374 {126}
Amounts gvailable for appropriations 75,898 75,898 50,145 {25,753)
Charges to appropriations (outflows):
Public works 47,500 47,500 12,628 {34.872)
Ending budgetary fund balance $ 28398 § 283%8 % 37.517 $ 9,119

See accompanying notes to the basic financial statements. 18



g Hill « Schroderus & Co., LLP

“Certihed Bublic Accountants & Consultants

April 2%, 2008

COMMUNICATION OF MATERIAL WEAKNESS IN INTERNAL CONTROL AND OTHER MATTERS

Village Councit
Village of Wolverine
Cheboygan County, Michigan

in planning and performing our audit of the financial statements of the governmental activities
and each major fund of Village of Wolverine as of and for the year ended February 29, 2008, in
accordance with auditing standards generally accepted in the United States of America, we
considered Village of Wolverine's internal contral over financial reporting (internal control} as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
governmenial unit's internal control. Accordingly, we do not express an opinien on the
effectiveness of the governmental unit's internal control.

Cur consideration of internal conirol was for the limited purpose described in the preceding
paragraph and would not necessarily identity all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, as discussed below, we idenlified a
certain deficiency in internal control that we consider to be o material weakness.

A confrol deficiency exists when fhe design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or a combination of contro! deficiencies, that adversely affects the entity's abllity to
inifiate, authorize, record, process, or report financial data reliably in accordance with generally
accepied accounting principles such thot there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
. prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or a combination of significant deficiencies. that
results in more than a remote likelihcod that a material misstatement of the financial statements
will not be prevented or detected by the entily's internal control. We believe that the following
deficiency constitutes a material weakness:

The Villoge does not have the expertise to prepare financial statements in accordance with
generally accepted accounting principles. According o newly issued auditing standards this
inability to prepare financial statements in accordance with generally accepted accounting
princigles is an indicaicor of o significant deficiency and a strong indicator of a material
weakness in internal conirol,
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We did note the Villoge's management does posses the skill necessary to prepare and monitor
the annual budget. The accouniting system which is designed primarily for budgetary purposes
is aisc used as the source information in preparing the financial statements in accordance with
generally accepted accounting principles with some adjustment, format differences and note
disclosures.

We have also noted other matters for your consideration;

Capitalization Policy: The Village should adopt a formal capitalization policy with a minimum
capitalization amount such as $1,000 used in preparing the financial report. A listing of the
varicus fixed assets owned by the Village over this amount should be refained with dates
acquired, cost elc.,

Budget Amendments: The budget should be formally amended when it becomes apparent
that there will be significant differences from the original budget such as when actual expenses
will be considerably higher than those originally budgeted,

Truth in Taxation Hearing: A public hearing needs o be held when property tax milage rate is
higher than the allowed levied amount. This hearing needs o be published in the newspaper
and can be included with the budget hearing notice,

This communication is intended solely for the information and use of management, Village
Council, others within the organization, and State of Michigan and is not intended to be and
should not be used by anyone other than these specified parties.
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